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The City of Houston and the Greater Houston Partnership (collectively, the
“Houston Parties”) hereby respectfully submit this answer to the application of American
Airlines and the TACA Group for antitrust immunity for their alliance; blanket code-share
authority; and the revocation of the blocked space condition imposed on American and
TACA code-share flights in Miami-Central America city-pairs by DOT Order 98-5-26.

The Houston Parties share the concerns previously expressed by Continental
Airlines and other parties in this proceeding that American and TACA, already having
entered into the dominant alliance in Central America, are now proceeding towards their
endgame. As the Houston Parties forecast in 1997, when American and TACA applied

for and were granted code-share authority, “[sjJuch market power is unlikely to abate
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even where the U.S. is able to negotiate ‘open skies’ agreements. ... [A]n open skies

agreement would undoubtedly trigger a request by American and its foreign partner for

... anti-trust immunity.” Comments of the Houston Parties, Docket OST-96-1700, at 4

(Feb. 20, 1997). The forecast has come true and jeopardizes the U.S. public interest.

If further equipped with antitrust immunity, the American-led alliance could be in
a position to dominate the U.S.-Central America market in much the same manner that
the “chosen instrument” of Pan American and its local affiliates once did." Over the past
decade, Houston and Continental have invested in building one of the nation’s premier
domestic hubs and international gateways at George Bush Intercontinental Airport
(IAH). The airport is today the eighth-largest U.S. gateway for international passengers,
and the second-largest gateway for traffic to Central America. But services between the
U.S. and Central America are still overwhelmingly dominated by American and its
Oneworld alliance partners from its Miami mega-hub — a network which American now
proposes to integrate with TACA’s services to Miami and other U.S. cities.? Given the
risks of such a throttlehold, the public interest would not be served by granting their

alliance antitrust immunity; a grant of immunity likely would enable the American-TACA

YIn addition, American and TACA assert that the blocked-space condition should be revoked because it
is “unworkable due to the architectural limitations in the SABRE passenger processing system.” Joint
Application of American and TACA, Docket OST-1996-1700, at 6 (March 17, 2000). However, they do
not dispute that the blocked-space condition continues to be “necessary to guarantee that American and
the TACA Group continue vigorous head-to-head competition” in Miami-Central America markets which
they would otherwise monopolize. DOT Order 97-12-35, at 30. Moreover, as American well knows, a
CRS such as SABRE is obligated to make reasonable efforts to develop software to display code-share
services correctly. See DOT Order 94-5-35, at 6-7. If SABRE is unable or unwilling to do so, the remedy
is an enforcement complaint against SABRE, and not the revocation of the blocked-space condition.

2 The Houston Parties also note that American’s purchase of Trans World Airlines has further entrenched
the carrier's dominant position in U.S.-Latin America markets; TWA'’s services to the Caribbean had been
a growing source of competitive pressure for American.
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alliance to quash burgeoning competition from Continental and other carriers, and to
maintain an overwhelming lock on services to the region.’

WHEREFORE, the Houston Parties urge the Department to carefully review and
take appropriate action on American and TACA's application, in light of the dominant
position of the carriers in U.S.-Central America markets and the risks that an immunized

and unrestricted alliance would pose for continued competition in those markets.

Respectfully submitted,

e L.

Rebecca L. Taylor J
LEFTWICH & DOUGLAS/P.L.L.C.
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1401 New York Avenue, N.W.
Washington, D.C. 20005-3922
(202) 434-9100

(202) 783-3420 (fax)
ritaylor@ldplic.com

Counsel for the City of Houston
and the Greater Houston Partnership
Dated: May 18, 2001

® The Houston Parties also note that the issues before the Department in this proceeding are completely
distinct from those that were at issue in Docket OST-2000-8577, the joint application of Continental and
Compaiiia Panamenfia de Aviacién for antitrust immunity. Additional links between Continental and COPA
would enhance competition in U.S.-Central America markets, especially from underserved regions of the
U.S. west of Miami. Continental and COPA do not compete in any U.S.-Central America city-pair market.
See Order 2001-5-1, at 8. In contrast, serious anti-competitive concerns are at issue in this proceeding.
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